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1. US businese in Hong Kong has suffered considerably and perbaps unnecegsarily
by the present US restrictions against the shipment of Us-made goods to .
Bong Eong and especially goods which are considered strategic. Were condi-~
ticns equnl for all there would be no grounds for complaint tut there hap-
pens %o be & considerable difference of opinion as to vhat are strategic
waterials, The Hong Kong government has ruled that files {ne well as num-
erous other items) are nonstrategic and may be imported without limit into
Hong Xong and may alsc be re-exported to Communiat Chins legally an@ freely.
The US government on the other hand has ruled that these same items are
strategic and cannot be shipped to Hong Kong because of the possibility tuat
they may eventually f£idd their wey to Communist Chine.

2. Under this setup files are being shipped from practically every producing
country excepting the US into Hong Kond and most of them find their way to
China, China is getting all the files she needs and is even finding herself
4n 8 buyer's market. BSeveral Hong Kong dealers told me that the normal and
legal shipment of files to China has become unattrsetive because the keen
competition between Hong Kong suppliers has brought prices down to extremely
competitive levels. Another factor is that buyers in Chine bave in recent
mouths tended wore and more to place direct orders with menufacturers, thus
by-pessing Hong Xong and further reducing price levels., In short, Chine now
bas & surplue of files and yet we are prohibited from ehlpping US files to
Bong Kong, for Bong Kong requirements only, to make 4cibly sure that no US

files reach China.
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